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Dear Applicant:

We have considered your application for exemption from Federal income tax as

an organization described in section 501(c)(6) of the Internal Revenue Code
of 1954.

The information submitted discloses that you were organized under a Charter

and Bylaws effective _

According to your Charcer, | -
formed to promote the genera usiness interest of the merchants of the

Center; to encourage its members to deal fairly and courreously with their
customers, to sell their merchandise or services at fair prices, to follow
ethical business standards, to assist the business of the tenants by sales
promotions and advertising, and specifically to help the interests of Asso-
ciation members."

is the operating entity that coordinates
merchants,

group activities on behalf of
(Agents for

Only proprietors, partnerships or corporations carrying out businesses or
professions, or the owners of real property within the perimeter of

are eligible to be Active Members. Membership applications are
subject to approval by a majority of the Board of Trustees. Any individual,
partnership or corporation with a legitimate interest in the objectives of the
Association may become Associate Members. There is no Associate Member at
present.

The merchants pay monthly dues based on the amount of space leased, anu the
General Partnership contributes an amount equal to of the total payable
by the merchants. The income is used to pay for advertisements promoting
the center, such as newspaper ads, radio advertising, direct mail fliers,
and promotional items such as balloon rides and drawing prizes.
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The merchants who lease space in the Center are not all required to become
members. A few of the merchants do not have membership in the Association as
a requirement in their lease contract. However, in your advertising and

promotional activities, you try to mention the name of the merchants' business
or their products or services, whether or not they are members.

A1l members are exrp:cted to participate in all [ r-ocotions to
the test of their tbility depending on the season of the year and type of
Center promotion being held. All shops in the Center must observe certain
designated min.mum daily shopping hours. Merchants who do not observe the
pinimum shopping hours are subject to a fine. Extended shopping hours may be
mandated by the Merchants Association for Christmas shopping period, other
special periods, and special events.

Section 501(¢)(6) cf the Code provides for the exemption from Federal income
tax of business leagues, chambe=s of commerce, and boards nf trade not
organized for profit and no par. of the net earnings of which inures to the
benefit of any private shareholder or individual.

Section 1.501(c)(6)-1 of the Income Tax Regulations defines a business league
as ~n association of persons having some common business interest, the purpose
of ‘c promote such interest and not to ergage in a regular business
of - .s/pe ordinarily carried on for profit. 1t is an organization of the same
general class as a chamber of commerce or board of tra‘e, and its activities
should be directed to the improvements of business conditions in one or more
iines of business as distinguished from the performince of particular services
for individual persons.

In the case of a chamber of commerce or similar organization, the common
business interest is usually the general sconom.c welfare of a community.
Membership is voluntary and open generally to all btusiness and professional
persons in the community. Trade associations or buziness leagues are similar
to chambers of commerce or boards of trade, except that they serve only the
common business interests of a single line of busiress or of the memters of
closely related lines of business within a single industry.

In Revenue Ruling 64-315, 1964-2 C.B. 147, an association ¢r merchants whose
businesses constitute a shopping center expends its funds and engages
exclusively in advertising in various newspapers and on television and radio
in order to attract customers to the shopping center. This advertising .
contains the names of member merchants and their merchandise. Held, the
organization is not entitled to exemption from Federal income tax as an
grganization described in section 501(c)(6) of the Internal Revenue Code of
954.




attract nhoppnru to the choppine center. The sk
of ndvertgg;ng by individual pember merchante,

: "fhe part of the chopping Newl
conter 88 & whole also frequenil; lints the us
are located within the shorping canter, Postv_ ,other advertising carried
in community publicaticne ccntaics the names of'dndividual rerchante. Alse
some of the radic and televieicn cemmercials occaslonally mention the name of
a meaber merchant., Thia latter typ e of advertising.is paid for with
association funds, The astociation's income {é'durived fronm ascessmonts patld
b the rer rsyte an’ lendlords of thc rhopping oenter. The expenss of
FULAdBaL . 8 Cr Shepyang neve cenresants approximstely . percent of tle
assc’ ’ s o experciturse, tue (vi.oer ot the expanees teiny expended for
¢ ther c. of aavertieing, jpurer-ticnal ovvfeon anu fn enoen, 0l fice
pplier, pift certificates, «nd syjecial decoratiornr, etc,

' n'wita mert.er merchantn who

“he Fevunie Fulins rurtler étates trnot fir an organizetior to meet the
requirenents 1or «xemptior 23 & crantior of cormerce or tusinesm leapgue within
tlie meenirpy eof the Cove ant regulaticns, the advertising in wlich the
organination engages rust teretit tisiress iv the comwunity generslly, or an
industry ag a whole., 1n eurnary, the Leverue Ruling ststoo that the
ndvertising activities nrder e riveuratuarces deserited nteve, conmtidutec
ihe perfiormancea ¢f particulsy scivices for nenbers rather fthan an activity
directed to the imyrovement ot nusinena cenditions generally ms required Ly
the applicehle resulntiora, Thur the orpanizaticn dees not qualify for
exemption.

In Levenue Yuling 7T*-441 1077-0 .k, 1C, §t 40 held toat a shopping conter
rerchanta’ associatiol whose meniersniyp is restricted to and required of the
tenantz of a cne~owner shariing center and thelr commen leesor, and whoae
activities are directes f¢ prorcting the pencral Luvainenns interests of ite
nenteres, Aces not yuality us = trainess lesprio ov cleanher of copmerce under
section S0L(e)(4) of tne Lode,

Your eltugtion isg rinllor 4o tea* deseritet 41 the sfordarentiored Povenue
Ruling €4-%1%, Your primary wetivitien Lo to attraet wiopprers to tie shopring
center by sdvertising wiv wyraroeingy rrooticnnl activitics, Yous
advertigements rmention t1¢ 1amer UL tue Center’s mercnonta, uel activity
conetitutes the perverrarce ol repticilar acrvice: rer forlers rather tihen ar
aetivity directed o e grgrovw onbood

entire community.
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in oged by the ovner of tha ﬁenter am'a mattor ot contract in luﬁ
the Center. Nemborship ie pot: eomplatcly anuntary in tho sensa’

hhsquepq crrmunif! Both the alrost compulrory mcmborckir feature
spociatior and the limitation of ite smemberehip to tle tenants and
lp Certur are ¢irectly relatcd te the owner-tenant relst! onship of the
vhrtiee iuvolved, %le Asmoclation's activities thus serves to facilitaia the'
cwror's quupwnent of the real estate, and to benefi{t tle tensnte of- youp”
wertieuisr cernter cnly. To the oxtent that they serve such yurposes,
petivitior ot a larclord-tennnt aroociation. They are rot uctivitiem of @
teard i trw'e or @ tusiress leaguce directed et irproverert of Lusinens
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soenrsive .ty Wy hela et vew sre net entitled to wrerption from Federal o
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ax e requiret te Jile ivcone tax returns annuelly witd veur Sigiriet director,

C e e o vereenent with o 4a rioposed determirutior, we request that
L oat s tars tie 2 0leaedt rvinent Fopr D0, lorner o ta thg
inntructyens Lor sirning on the roverce sgide of tiis foiv,
To e :re net du owereenent with tide rropeaecd detervirction, we rvcdﬁmﬁnd o
{iat wen ropueston hearive Wwith our office of liegicunl Lirector of Appesls,
Jorr tengnest tey aonearing nould direlude o written prresi pivine the facts,
1, apLt ant ctner JT‘:CI"""“\LJC'I o =up r(‘*‘+ sour pouiticr et lained 1n the
rreloaed vullicstior obl fou will tnern Lo contactod to siranse a date for a
Lrerit te s searinporay be b ld at tie office of je, fotel L:xector of
feveals ory 3t U requent, el oo prtually convendert Tisrrict Cffice. A
; sroepvelepe ie emeloiod,
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